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REPORT  ON  AUDIT 

Conducted  Under  Contract  By 

Janke,  Winchell,  Ehrlick  &  Co. 
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Fiscal  Year  Ended  June  30,  1981 


JAMES  H.GILLETT.C.P.A. 

ACTING  LEGISLATIVE  AUDITOR 


STATE  OF  MONTANA 


Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449  3122 


December   1981 


JOHNW.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  Montana  College 
of  Mineral  Science  and  Technology  for  the  year  ended  June  30,  1981. 

The  audit  was  conducted  by  Janke,  Winchell,  Ehrlick  &  Company, 
Certified  Public  Accountants,  under  a  contract  between  the  firm  and 
our  office.   The  comments  and  recommendations  contained  in  this 
report  represent  the  views  of  the  firm  and  not  necessarily  the 
Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 


Respectfully  submitted, 


Tames  H.  Gillett, 
Acting  Legislative  Auditor 
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SUMMARY  OF  RECOMMENTATIONS 


As  a  separate  section  in  front  of  each  audit  report  we  include  a  listing  of 
all  recommendations  together  with  a  notation  as  to  whether  the  agency  concurs 
or  does  not  concur  with  each  recommendation.   This  listing  serves  as  a  means 
of  summarizing  the  recommendations  contained  in  the  report  and  the  audited 
agency's  reply  thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  Montana  College  of  Mineral  Science  and  Technology  is  included 
as  a  separate  section  directly  following  the  financial  statements. 

Page 


Analyze  its  needs  for  NDSL  Program  for  the  year  ending 
June  30,  1982  and  determine  to  what  extent  it  has  excess 
cash.   This  cash  should  be  returned  to  the  Federal  Govern- 
ment. 


Agency  Reply:   Disagree.   See  page  21. 


Comply  with  the  Federal  Government's  final  determination 
regarding  the  BEOG  administrative  cost  allowance. 


Agency  Reply:   Concur.   See  page  21. 


Contact  the  Department  of  Administration  and  attempt  to 
resolve  the  conflicts  between  the  Montana  Administrative 
Manual  and  generally  accepted  accounting  principles. 

Agency  Reply:   Concur.   See  page  21. 


Continue  its  efforts  to  meet  all  provisions  of  the  Peter 
Potter  trust  document. 

Agency  Reply:   Concur.   See  page  22. 


Consult  with  the  bond  indenture  trustee  and  its  legal  counsel 
to  provide  for  an  amendment  to  the  indenture  which  would 
extend  the  audit  date  deadline. 

Agency  Reply:   Disagree.   See  page  22. 
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JflNKE,  WINCWELL,  EMRLICK  L  CO. 

certified  public  occountont6 

James  N.  Janke,  CPA  720  North  30th  Street 

James  P.  Winchell,  CPA  Billings,  Montana 59101 

Darren  E.  Ehrlicl<,  CPA  (^06)  245-5136 


Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  Montana  College  of  Mineral  Science  and 
Technology  as  of  June  30,  1981,  and  the  related  statements  of  changes  in  fund 
balances  and  current  funds  revenues,  expenditures,  and  other  changes  for  the 
year  then  ended.   Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  including  generally  accepted  government  auditing  standards 
for  financial  and  compliance  audits  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  aforementioned  financial  statements  present  fairly  the  finan- 
cial position  of  Montana  College  of  Mineral  Science  and  Technology  as  of  June  30, 
1981,  and  the  changes  in  fund  balances  and  the  current  funds  revenues,  expenditures 
and  other  changes  for  the  year  then  ended,  in  conformity  with  generally  accepted 
accounting  principles  which  have  been  applied  on  a  basis  consistent  with  that  of 
the  preceding  year. 

Our  examination  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic 
financial  statements  taken  as  a  whole.   The  supplemental  schedule  of  Federal 
expenditures  is  not  a  required  part  of  the  basic  financial  statements  but  is 
supplementary  information  required  by  Guidelines  for  Financial  and  Compliance 
Audits  of  Federally  Assisted  Programs .   Such  information  has  been  subjected  to  the 
same  auditing  procedures  applied  in  the  examination  of  the  basic  financial  state- 
ments, and,  in  our  opinion,  the  information  is  fairly  stated  in  all  material 
respects  in  relation  to  the  basic  financial  statements  taken  as  a  whole. 


September  30,  1981  Q^^U^t       ^.i^,ue^(^    S^U^^     ^  ^. 


Members  American  Institute  of  Certified  Public  Accountants 


JPNkE,  WINCWELL,  EMRLICK  L  CO. 

certified  public  occountont6 

James  N.  Janke,  CPA  720  North  30th  Street 

James  P.  Winchell,  CPA  Billings,  Montana  59101 

Darren  E.  Ehrlick,  CPA  (406)  245-5136 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  statements  of  Montana  College  of  Mineral  Science 
and  Technology  for  the  year  ended  June  30,  1981  and  have  issued  our  report  thereon 
dated  September  30,  1981.   As  part  of  our  examination,  we  made  a  study  and  evalu- 
ation of  the  College's  system  of  internal  accounting  control  to  the  extent  we 
considered  necessary  to  evaluate  the  system  as  required  by  generally  accepted  audit- 
ing standards.   The  purpose  of  our  study  and  evaluation  was  to  determine  the  nature, 
timing,  and  extent  of  the  auditing  procedures  necessary  for  expressing  an  opinion 
on  the  College's  financial  statements.   Our  study  and  evaluation  included  all  of 
the  College's  significant  internal  accounting  controls  but  was  more  limited  than 
would  be  necessary  to  express  an  opinion  on  the  system  of  internal  accounting 
control  taken  as  a  whole. 

The  management  of  Montana  College  of  Mineral  Science  and  Technology  is  responsible 
for  establishing  and  maintaining  a  system  of  internal  accounting  control.   In  ful- 
filling this  responsibility,  estimates  and  judgments  by  management  are  required  to 
assess  the  expected  benefits  and  related  costs  of  control  procedures.   The  objectives 
of  a  system  are  to  provide  management  with  reasonable,  but  not  absolute,  assurance 
that  assets  are  safeguarded  against  loss  from  unauthorized  use  or  disposition,  and 
that  transactions  are  executed  in  accordance  with  management's  authorization  and 
recorded  properly  to  permit  the  preparation  of  financial  statements  in  accordance 
with  generally  accepted  accounting  principles. 

Because  of  inherent  limitations  in  any  system  of  internal  accounting  control,  errors 
or  irregularities  may  nevertheless  occur  and  not  be  detected.   Also,  projection  of 
any  evaluation  of  the  system  to  future  periods  is  subject  to  the  risk  that  procedures 
may  become  inadequate  because  of  changes  in  conditions  or  that  the  degree  of  compli- 
ance with  the  procedures  may  deteriorate. 

Our  study  and  evaluation  of  internal  control  included  compliance  tests  required  by 
generally  accepted  government  auditing  standards  for  financial  and  compliance  audits. 
Except  as  noted  at  pages  5  and  6,  audit  tests  performed  on  Federal  Grant  expenditures 
included  in  our  test  samples  indicated  that  all  such  items  were  in  conformity  with 
applicable  laws  and  regulations.   As  to  items  not  tested,  nothing  came  to  our 
attention  that  caused  us  to  believe  the  untested  items  were  not  in  compliance  with 
applicable  laws  and  regulations. 
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Our  study  and  evaluation  made  for  the  limited  purpose  described  in  the  first  para- 
graph would  not  necessarily  disclose  all  material  weaknesses  in  the  system. 
Accordingly,  we  do  not  express  an  opinion  on  the  system  of  internal  accounting 
control  of  Montana  College  of  Mineral  Science  and  Technology  taken  as  a  whole. 
However,  our  study  and  evaluation  disclosed  no  condition  that  we  believed  to  be 
a  material  weakness. 

This  report  is  intended  solely  for  the  use  of  the  Montana  Legislative  Audit  Committee, 
College  Management  and  Federal  agencies  from  which  the  College  received  aid  and 
should  not  be  used  for  any  other  purpose. 


September  30,  1981  i^^*^,  /C^.c,,^^cXc^^ ^  <SCui>c^    /  ^ 
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COMMENTS 


General 


Montana  Tech  was  established  at  Butte  by  the  Third  Legislative  Assembly  in 
1893.  It  was  initially  called  the  Montana  School  of  Mines  and  in  1965  the 
name  was  changed  to  Montana  College  of  Mineral  Science  and  Technology. 

The  College  offers  degree  programs  at  both  the  graduate  and  undergraduate 
levels  in  the  following  engineering  fields:   geology,  geophysics,  metallurgy, 
mineral  processing,  mining,  petroleum  and  engineering  science.   A  graduate 
program  in  geochemistry  has  been  established  in  collaboration  with  the 
University  of  Montana  and  Montana  State  University.   The  College  also  awards 
four  year  degrees  in  environmental  engineering,  computer  science,  occupational 
safety  and  health,  society  and  technology,  chemistry  and  mathematics  as  well 
as  associate  degrees  in  arts,  science  and  engineering,  and  science. 

Montana  Tech  is  one  of  six  institutions  comprising  the  Montana  University 
System.   Accordingly,  the  College  is  under  the  full  control  and  supervision 
of  the  seven-member  Board  of  Regents  of  Higher  Education.   A  local  three- 
member  executive  board  is  appointed  by  the  Governor;  however,  this  board  is 
only  advisory  in  nature. 

The  original  campus  is  located  on  land  donated  by  citizens  and  subsequent 
expansion  has  been  accomplished  through  further  gifts  and  purchases. 

Also  located  at  the  College  is  the  Montana  Bureau  of  Mines  and  Geology  which 
was  established  as  a  department  of  the  College  by  the  1919  Legislative  Assembly. 
The  Bureau  is  charged  with  furthering  the  effective  utilization  of  mineral 
resources  through  the  investigation  of  their  geology,  production,  treatment 


and  economics.   It  disseminates  information  through  publications  and  by  replies 
to  individual  inquiries. 

The  primary  sources  of  revenue  to  operate  the  College  come  from  the  State's 
General  Fund  and  University  Millage  accounts.   Other  significant  sources 
include  student  fees,  land  grant  income,  auxiliary  enterprise  operations  and 
Federal,  state  and  private  grants,  gifts  and  contracts.   The  Bureau  of  Mines 
and  Geology  is  financed  by  state  appropriations  and  sales  and  services 
revenues.   The  nature  and  extent  of  the  revenues  from  these  various  sources  are 
depicted  in  the  accompanying  financial  statements. 

Excess  Cash  -  National  Direct  Student  Loan  Fund  (NDSL) 

At  June  30,  1981  the  NDSL  Fund  had  approximately  $40,000  in  cash  and  cash 
investments.   During  the  current  year,  loan  advances  and  other  expenditures 
exceeded  loan  repayments  and  other  revenue  by  approximately  $25,000.   If 
approximately  the  same  amount  is  required  for  the  following  year,  it  appears 
that  unnecessary  cash  balances  may  exist  in  the  NDSL  Fund.   Depending  upon 
estimated  needs,  it  is  our  opinion  that  excess  cash  at  June  30,  1981  could 
range  from  $10,000  to  $20,000. 

Recommendation 

The  College  should  analyze  its  needs  for  the  NDSL  Program  for  the  year 
ending  June  30,  1982  and  determine  to  what  extent  it  has  excess  cash. 
This  cash  should  be  returned  to  the  Federal  Government. 
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Administrative  Allowance  -  Basic  Educational  Opportunity  Grant  (BEOG)  Program 

The  College  administers  the  BEOG  Program  and  properly  records  the  grant  in  the 
Agency  Fund.   Under  current  BEOG  regulations,  the  College  is  allowed  ten 
dollars  per  year  for  each  student  who  receives  a  Basic  Grant  at  the  College. 
During  the  year  ended  June  30,  1981,  the  College  received  $3,720  in  General 
Fund  revenues  from  the  BEOG  Program  for  the  administrative  cost  allowance. 
However,  the  administrative  cost  allowance  is  being  reexamined  by  the  Federal 
Government  and  may  have  to  be  refunded  to  the  Program. 

Recommendation 

The  College  should  comply  with  the  Federal  Government's  final  deter- 
mination regarding  the  BEOG  administrative  cost  allowance. 

Capital  Expenditures 

Certain  conflicts  exist  between  the  Montana  Administrative  Manua 1  and  generally 
accepted  accounting  principles  (GAAP)  with  respect  to  capital  expenditures. 
In  one  instance,  the  Manual  requires  that  capital  items  which  have  been  en- 
cumbered by  year-end  should  be  accrued  even  if  the  items  have  not  been 
received  by  June  30.   GAAP  requires  that  only  those  capital  items  which  have 
been  received  prior  to  year-end  should  be  recorded  as  current  year  acquisitions. 

With  respect  to  equipment  leases,  where  terms  of  the  lease  agreement  indicate 
the  equipment  will  be  purchased  at  the  end  of  the  lease,  the  Manual  requires 
that  the  equipment  be  capitalized  at  the  end  of  the  lease  period.   GAAP 
requires  that  such  leases  be  capitalized  at  the  beginning  of  the  lease  with  a 
corresponding  payable  established.   At  June  30,  1981,  the  College  was  leasing 
equipment  under  several  separate  lease  agreements.   Required  pajmients  over 
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the  lease  periods  are  approximately  $40,000.   Terms  of  the  lease  agreements 
are  such  that  the  equipment  will  probably  be  purchased  at  the  end  of  the  lease 
periods . 

Recommendation 

The  College  should  contact  the  Department  of  Administration  and  attempt 
to  resolve  the  conflicts  between  the  Montana  Administrative  Manual  and 
generally  accepted  accounting  principles. 

Peter  Potter  Loan  Fund 

The  College  acts  as  custodian  for  the  Peter  Potter  Loan  Fund.   The  corpus  of 
this  fund  was  bequeathed  by  Dr.  Peter  Potter  and  loans  from  this  fund  are 
available  to  Butte  Public  High  School  graduates  only.   Loan  proceeds  are  to 
be  used  for  paying  the  cost  of  attending  any  unit  within  the  Montana  Univer- 
sity System.   Because  of  the  custodial  nature  of  this  fund,  it  is  included 
in  Agency  Funds. 

Requirements  for  proper  administration  of  this  fund  are  set  forth  in  Peter 
Potter's  last  will  and  testament.   Although  the  College  is  properly  distri- 
buting loan  funds  to  qualified  students,  a  provision  which  requires  a 
life  insurance  policy  on  each  loan  recipient  has  not  been  met.   The  College 
has  been  in  contact  with  independent  insurance  companies  and  the  Office  of 
Commissioner  of  Higher  Education  in  an  effort  to  resolve  this  problem. 

Recommendation 

The  College  should  continue  its  efforts  to  meet  all  provisions  of  the 
Peter  Potter  trust  document. 
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Bond  Covenants 

Section  3.12  of  the  College's  1970  supplemental  bond  indenture  requires 
audited  financial  statements  to  be  furnished  to  the  Trustee  within  90  days 
of  the  College's  fiscal  year-end.   For  the  year  ended  June  30,  1981,  the 
College  had  not  complied  with  this  requirement.   College  management  officials 
believe  that  the  deadline  is  presently  impractical  because  of  time  restrictions 
resulting  from  the  generation  of  its  year-end  adjustments  and  their  subsequent 
entry  into  the  Statewide  Budgeting  and  Accounting  System. 

Recommendation 

The  College  should  consult  with  the  bond  indenture  trustee  and  its 
legal  counsel  to  provide  for  an  amendment  to  the  indenture  which  would 
extend  the  audit  date  deadline. 

Prior  Audit  Findings 

We  have  reviewed  the  audit  findings  and  recommendations  contained  in  the  audit 
report  for  the  year  ended  June  30,  1980.   Except  for  the  following  comments 
the  College  appears  to  have  complied  with  all  recommendations  or  circumstances 
have  changed  to  make  the  recommendations  inapplicable. 

Peter  Potter  Loan  Fund 

Recommendation:   The  College  should  continue  its  efforts  to  meet  all 
provisions  of  the  Peter  Potter  trust  document. 
Finding:   This  area  continues  to  be  a  problem.   See  comment  at 
page  7. 
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Bond  Covenants 


Recoiranendat  ion : 


Finding: 


The  College  should  consult  with  the  bond  indenture 
trustee  and  its  legal  counsel  to  provide  for  an  admend- 
ment  to  the  indenture  which  would  extend  the  audit 
date  deadline. 

The  College  remains  in  violation  of  this  bond  covenant, 
See  comment  at  page  8. 


Accrual  of  Capital  Expenditures 


Recommendat  ion : 


Finding: 


The  College  should  contact  the  Department  of  Adminis- 
tration and  attempt  to  resolve  the  conflict  between 
the  Montana  Administration  Manual  and  the  AICPA  industry 
audit  guide  regarding  accrual  of  capital  expenditures. 
This  continues  to  be  a  problem.   In  addition,  there  is 
also  a  conflict  regarding  equipment  leases.   See  comment 
at  page  6. 


Final  Comments 

We  have  reviewed  the  comments  and  recommendations  contained  in  this  report 
with  officials  of  Montana  College  of  Mineral  Science  and  Technology  and  the 
Office  of  the  Commissioner  of  Higher  Education. 


We  wish  to  express  our  appreciation  to  those  officials  and  their  staff  for 
the  cooperation  and  assistance  we  received  from  them  during  our  audit. 


September  30,  1981 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 

Statement  of  Current  Funds  Revenues,  Expenditures  and  Other  Changes 

For  the  Year  Ended  June  30,  1981 


GENERAL 

OPERATING 

FUND 


DESIGNATED 
FUND 


RESTRICTED 
FUND 


AUXILIARIES 
FUND 


Revenues : 

Tuition  and  fees 
State  appropriations 

College 

Bureau  of  Mines  &  Geology 
Indirect  cost  recoveries 
Federal  grants  and  contracts  -  College 
State  grants  and  contracts 
Private  gifts,  grants  and  contracts 
Auxiliary  enterprises 
Sales  and  services  - 

College 

Bureau  of  Mines  &  Geology 
Other 

Total  revenues 


801,028 

3,129,487 
941,412 
370,506 

45,600 


10,685 

188,730 

7,003 

5,494,451 


9,305 


347,089 


356,394 


$  1,963,984 

92,514 

260,327 


2,316,825 


894,632 


894,632 


Expenditures: 

Instructional  2,295,849 
Organized  research 

Academic  support  318,999 

Student  services  and  aid  440,969 

Operation  and  maintenance  of  plant  766,060 

Institutional  support  578,331 

Scholarships  and  fellowships  137,030 
Auxiliary  enterprises 

Recovery  from  Bureau  of  Mines  &  Geology  (201,935) 

4,335,303 


339,133 


339,133 


6,062 

1,857,328 

174,487 

17,115 

26,600 

8,704 

212,479 

14,050 

2,316,825 


826,631 
826,631 


Independent  operations  - 

Bureau  of  Mines  6c  Geology 
Services  provided  by  College 

Total  expenditures 


982,619 
201,935 

5,519,857 


339.133 


2,316,825 


826,631 


Transfers  and  Other  Changes  -  Increase 
(Decrease) 

Voluntary  transfers  - 

Loan  fund  investment  income 
Other 
Excess  of  transfers  to  revenue  over 
restricted  receipts 

Total  transfers  and  other  changes 

Net  Increase  (Decrease)  in  Fund  Balance 


-0- 


(25.406) 


-0- 


17.261 


5,842 
(26,561) 

(52,155) 


(72,874) 


(72.874) 


(8,054) 


(8,054) 


59.947 


See  Notes  to  Financial  Statements. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements 
June  30,  1981 


Note  1  -  Summary  of  Significant  Accounting  Policies 

Basis  of  Accounting 

To  the  extent  that  current  funds  are  expended  to  acquire  plant  assets,  the 
amounts  so  provided  are  accounted  for  as  (1)  expenditures,  in  the  case  of 
normal  acquisitions  and/or  replacements  of  equipment;  and  (2)  mandatory 
transfers,  in  the  case  of  required  provisions  for  debt  amortization  and 
interest. 

In  accordance  with  accepted  accounting  principles  for  colleges  and  univer- 
sities, the  College  does  not  provide  for  depreciation  of  physical  prop- 
erties. 

Tuition  and  fees  revenue  (net  of  refunds)  include  remissions  and  waivers 
charged  to  scholarships  and  fellowships.   This  amounted  to  $137,030  for 
the  year  ended  June  30,  1981. 

Fund  Accounting 

In  order  to  observe  limitations  and  restrictions  placed  on  the  use  of  the 
resources  available,  the  accounts  are  maintained  in  accordance  with  the 
principles  of  "fund  accounting."   Those  principles  require  that  resources 
be  classified,  for  accounting  and  reporting  purposes,  into  account  groups 
(funds)  in  accordance  with  the  activities  or  objectives  specified  for  the 
resources.   Accounts  are  separately  maintained  for  each  fund;  however, 
in  the  accompanying  financial  statements,  funds  that  have  similar  char- 
acteristics have  been  combined  into  fund  groups.   Accordingly,  all 
financial  transactions  have  been  recorded  and  reported  by  fund  group. 

Within  each  fund  group,  fund  balances  restricted  by  outside  sources  are 
distinguished  from  unrestricted  funds  or  designated  funds  allocated  for  a 
specific  purpose  by  the  College  or  its  Board. 

Description  of  Funds 

The  current  funds  are  used  primarily  to  account  for  transactions  which  are 
expended  in  performing  the  primary  and  support  objectives  of  the  College 
and  the  Bureau  of  Mines;  i.e.,  instruction,  research,  academic  support, 
student  services,  institutional  support,  operation  and  maintenance  of 
plant,  scholarships  and  fellowships,  independent  operations,  and  auxiliary 
activities.   Operating  funds  are  comprised  of  the  following: 

1.   The  General  Operating  Fund  is  used  to  account  for  those  trans- 
actions related  to  the  College's  State  appropriated  budget. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements  -  continued 
June  30,  1981 


2.  The  Designated  Fund  is  used  to  account  for  transactions  of  funds 
which  have  been  designated  for  specific  purposes  by  the  Montana 
State  Board  of  Regents. 

3.  The  Restricted  Fund  is  used  to  account  for  current  funds  expended 
for  operating  purposes  but  restricted  by  donors  or  other  outside 
agencies  as  to  the  specific  purpose  for  which  they  may  be  expended. 
Receipts  of  the  Restricted  Fund  are  reported  as  revenues  only  to 
the  extent  expended  for  current  operating  purposes  in  the  Statement 
of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes. 

4.  The  Auxiliaries  Fund  is  used  to  account  for  those  transactions  of 
substantially  self-supporting  activities  that  primarily  perform 

a  service  to  students,  faculty,  and  staff.   The  general  public 
may  be  served  by  some  auxiliary  enterprises.   Auxiliary  enterprises 
include,  but  are  not  limited  to,  student  housing,  the  bookstore 
and  gate  receipts  from  intercollegiate  athletics.   Bookstore 
inventory  is  recorded  in  the  Auxiliary  Fund  and  is  carried  at  the 
lower  of  cost  or  market  on  a  first-in,  first-out  basis. 

Federal  funds  provided  to  the  College  and  accounted  for  in  the  Restricted 
Fund  and  the  Student  Loan  Fund  are  subject  to  review  and  audit  by  Federal 
agencies. 

The  nonoperating  funds  consist  of  the  Student  Loan  Fund,  the  Endowment  Fund, 
the  Agency  Fund,  and  the  Plant  Funds. 

The  Student  Loan  Fund,  partially  financed  by  the  Federal  Government,  is 
used  to  account  for  transactions  primarily  related  to  loans  to  students. 
Provisions  of  the  Federal  loan  program  stipulate  that: 

1.  The  College  match  one-ninth  of  the  Federal  contributions. 

2.  A  portion  of  the  loan  principal  and  interest  (maximum  of  157o  per 
year)  will  be  cancelled  if  the  recipient  completes  certain  employ- 
ment requirements.   These  cancellations  are  absorbed  by  the  Federal 
Government. 

The  Endowment  Fund  is  subject  to  restrictions  of  gift  instruments  requiring 
that  the  principal  be  invested  in  perpetuity  and  that  only  income  be 
utilized.   Quasi-endowment  funds  have  been  established  by  the  College 
for  the  same  purpose  as  endowment  funds;  however,  any  portion  of  quasi- 
endowment  funds  may  be  expended. 

The  Plant  Funds  contain  the  transactions  related  to  investments  in  institu- 
tional properties  and  include  (1)  Unexpended  Fund,  (2)  Retirement  of 
Indebtedness  Fund,  and  (3)  Investment  in  Plant  Fund. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements  -  continued 
June  30,  I98I 


The  Unexpended  Fund  is  comprised  of  funds  which  have  been  appropriated  or 
designated  for  land,  buildings,  improvements,  and  equipment. 

Sources  of  these  funds  include  student  building  fees,  land  grant  income,  and 
State  appropriations.   In  accordance  with  the  College's  bond  indenture  agree- 
ments, the  College  must  make  deposits  with  a  trustee  to  provide  for  main- 
tenance and  repairs  of  the  on-campus  student  housing  and  Student  Union 
Building.   The  College  is  also  making  deposits  to  a  separate  account  with 
the  State  Treasurer  to  be  used  for  maintenance  and  repairs  of  the  physical 
education  facility. 

The  Retirement  of  Indebtedness  Fund  represents  funds  on  deposit  with  trustees 
set  aside  under  the  College's  bond  indenture  agreement.  Sources  of  funds  are 
Federal  grants  and  transfers  from  the  Unexpended  Fund. 

Investment  in  Plant  represents  the  total  of  physical  properties  and  related 
indebtedness.   Physical  plant  and  equipment  are  stated  at  cost  at  the  date  of 
acquisition  or  fair  value  at  the  date  of  donation  in  the  case  of  gifts. 

The  Agency  Fund  is  used  to  account  for  assets  held  by  the  College  as  custo- 
dian or  fiscal  agent  for  others.   Consequently,  the  transactions  of  this  fund 
do  not  affect  fund  balance. 

Statewide  Budgeting  and  Accounting  System 

The  Balance  Sheet,  Statement  of  Changes  in  Fund  Balances  and  Statement  of 
Current  Funds  Revenues,  Expenditures,  and  Other  Changes  have  been  prepared 
in  accordance  with  generally  accepted  accounting  principles;  consequently, 
these  reports  differ  from  the  financial  information  recorded  in  the  Statewide 
Budgeting  and  Accounting  System. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements  -  continued 
June  30,  1981 


Note  2  -  Bonds  Payable 

At  June  30,  1981,  bonds  payable  included  the  following: 

Bonds  payable  at  37o,  secured  by  land  grant 

income,  student  fees  and  net  project  revenues, 

payable  in  installments  through  1996,  including 

$6,000  maturing  within  one  year.   (a)  $    122,000 

Bonds  payable  at  interest  rates  ranging  from 
7.57o  to  97o,  secured  by  land  grant  income,  student 
fees,  and  net  project  revenues,  payable  in  install- 
ments through  2001,  including  $25,000  maturing 
within  one  year.   (a)  1,030,000 

Bonds  payable  at  interest  rates  ranging  from 

4.97o  to  6.57o.   These  are  general  obligation 

bonds  of  the  State  of  Montana  and  are  payable  in 

installments  through  2008,  including  $35,000 

maturing  within  one  year.   (b)  2, 175,000 

3.327,000 

(a)  The  Indenture,  dated  October  1,  1958,  and  Supplemental  Indenture 
dated  April  1,  1970,  provide,  among  other  things,  that  the  College 
will  maintain  a  bond  and  interest  sinking  fund  account  and  repair 
and  replacement  reserve  account,  provide  audited  financial  state- 
ments of  the  College  to  the  trustee  within  a  specified  period  of 
time  as  well  as  to  any  requesting  bondholders,  and  pledge  and 
appropriate  the  net  revenues  of  the  project,  student  building  fees, 
and  land  grant  income  for  the  retirement  of  bonds  payable. 

(b)  The  Board  of  Regents  has  agreed  to  provide  for  repayment  of  the 
bonds  through  certain  College  revenues.   The  revenues  include 
resident  and  nonresident  student  building  fees,  land  grant  income, 
and  other  revenues  from  the  operation  of  residence  and  student 
union  facilities.   However,  these  revenues  are  subject  to  prior 
pledges  of  the  other  bonds  payable. 

The  College  is  also  recipient  of  a  Federal  debt  service  grant  restricted 
for  use  in  retirement  of  bond  indebtedness. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements  -  continued 
June  30,  1981 


Required  total  bond  principal  payments  for  the  five  years  subsequent  to 
June  30,  1981  are  as  follows: 

For  the  years  ending 
June  30 

1982  $  66,000 

1983  72,000 

1984  77,000 

1985  82,000 

1986  82,000 


Note  3  -  Land  Grant  Status 

The  Congress  of  the  United  States,  by  the  enabling  act  approved  February  22, 
1889,  granted  to  the  State  of  Montana  100,000  acres  for  the  College  and 
provided  that  all  monies  received  from  the  sale  of  lands  belonging  to  this 
grant,  together  with  proceeds  from  the  sale  of  timber,  oil  royalties  and 
other  minerals,  should  be  credited  to  a  permanent  fund  for  each  of  the 
land  grant  institutions.   It  also  provided  that  permanent  funds  could  not 
be  used  for  any  other  purpose  and  must  remain  forever  inviolate  as  the 
property  of  each  of  the  land  grant  funds. 

The  College's  land  grant  assets  are  not  reflected  in  these  financial  state- 
ments, but  are  shown  in  the  Montana  Department  of  Land's  financial  statements, 


Note  4  -  Investments 

Invested  funds,  other  than  those  held  by  the  trustee  and  certain  investments 
of  the  Agency  Fund,  are  invested  with  the  State  of  Montana  Board  of  Invest- 
ment's short-term  investment  pool  and  yield  an  approximate  interest  rate  of 
11%.   Investments  are  stated  at  cost,  which  exceeds  their  aggregate  market 
value  by  $61,832  at  June  30,  1981. 


Note  5  -  Retirement  Programs 

Retirement  benefits  are  provided  for  the  academic  and  certain  professional 
staff  through  the  Montana  Teachers'  Retirement  System  (TRS)  and  all  other 
staff  through  the  Montana  Public  Employees'  Retirement  Systems  (PERS).   Both 
plans  are  operated  by  the  State  of  Montana  and  membership  is  compulsory  for 
the  respective  classes  of  employees.   Contributions  are  shared  by  the  parti- 
cipant and  the  College  and  each  contributes  approximately  67o  of  the  parti- 
cipant's salary  to  TRS  and  PERS. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Notes  to  Financial  Statements  -  continued 
June  30,  1981 


Defined  benefits  under  both  plans  are  based  on  years  of  service  and  final 
average  salary  of  the  participant.   The  actuarial  present  value  of  vested 
benefits  and  the  amount,  if  any,  of  unfunded  past  service  costs  for  employees 
covered  under  the  plans  has  not  been  determined.   The  College's  share  of 
the  cost  of  these  plans  for  the  year  ended  June  30,  1981  was  $161,317. 


Note  6  -  Contingent  Liability 

The  value  of  unused  vacation  and  sick  leave  accuimalated  by  employees  is  not 
recorded  as  a  liability.   At  June  30,  1981  most  permanent  employees  could 
accumulate  and  carry  to  the  following  calendar  year  two  times  the  maximum 
niimber  of  vacation  days  earned  annually.   Unused  vacation  leave  is  paid 
at  full  value  to  employees  upon  termination.   Upon  termination,  unused  sick 
leave  earned  since  July  1,  1971  is  paid  to  the  employee  at  25  percent 
value. 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Supplemental  Schedule  of  Federal  Expenditures 
For  the  Year  Ended  June  30,  1981 


GRANT 


Compilation  of  Montana  Coal 

Fort  Union  Coal 

Earthquake  Hazards 

Neotechtonic  Analysis 

Fort  Union  Coal 

Northern  Great  Plains 

Aquifer  Evaluation 

Soluble  Salt  Loads 

Poplar  River 

Investigation  of  Acid  Mine  Water 

Sedimentological  Controls 

Metal  Organic  Fort  Union  Coal 

High  Modulus  Fill 

Sedimentological  Controls  II 

Updated  Coal  Production 

Updated  Coal  Production  II 

Metal  Organic  Fort  Union  Coal  II 

Evaluation  of  Fly  Ash 

Evaluation  of  Fly  Ash  II 

Title  III 

Title  III 

Title  III 

Centennial  Valley  Geothermal 

MHD  Task  2.2 

MHD  Task  2.3 

MHD  Task  2.4 

Thin  Seam  Mining 

Geothermal  Investigations 

MHD  Task  2.1 

MHD  Task  4.3 


TOTAL 

GRANT  NUMBER 

AGENCY 
USGS 

GRANT  AMOUNT 
$     63,155 

EXPENDITURES 

14-08-0001- 

■G-636 

$     37,407 

14-08-0001- 

•17839 

USGS 

500,000 

15,252 

14-08-0001- 

-19135 

USGS 

37,778 

32,093 

14-08-0001- 

-18287 

USGS 

43,984 

30,651 

14-08-0001- 

-19882 

USGS 

600,000 

544,580 

14-08-0001- 

-17412 

USGS 

271,235 

109,601 

14-08-0001- 

-17406 

USGS 

187,769 

71,447 

14-08-0001- 

-19810 

USGS 

141,990 

61,927 

14-08-0001- 

-18723 

USGS 

26,258 

12,606 

JO295042 

USMB 

35,228 

17,885 

G5195026 

OSM 

64,225 

35,845 

G5195027 

OSM 

64,993 

48,585 

G5195028 

OSM 

66,480 

42,648 

G5 10507 5 

OSM 

57,676 

12,054 

G5105029 

OSM 

58,000 

44,682 

G5105076 

OSM 

68,671 

16,434 

G5105074 

OSM 

70,820 

39,225 

G5105005 

OSM 

46,879 

33,036 

G5115005 

OSM 

41,093 

10,724 

G5 104023 

OSM 

82,500 

60,106 

G5194014 

OSM 

110,000 

41,826 

G5186012 

OSM 

160,000 

43,554 

DEAS07-76ID12029 

DOE 

130,467 

825 

1-K002-C 

DOE 

26,956 

8,796 

1-K002-C 

DOE 

32,272 

19,460 

1-K002-C 

DOE 

8,799 

6,773 

DE-FG01-77ET12543 

DOE 

46,868 

4,489 

DE-FC07-79ID12033 

DOE 

531,148 

192,218 

1-K002-C 

DOE 

117,541 

85,217 

1-K002-C 

DOE 

91,826 

71,727 
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MONTANA  COLLEGE  OF  MINERAL  SCIENCE  AND  TECHNOLOGY 
Supplemental  Schedule  of  Federal  Expenditures  -  continued 
For  the  Year  Ended  June  30,  1981 


GRANT 


MHD  -  Management  and  Tasks  A-D 

Indian  Fellowship 

NSF  DAR  8014077 

NSF  SER  8013885 

NSF  SER  7913617 

Monts 

OSHA 

IPA  Assignment 

Inventory  of  Ground  Water  Aquifers 

Veterans  Cost  Instructional  Program 

Library  -  Title  II 

Library  -  Title  II 

Cooperative  Education 

Scholarships  and  Fellowships 

College  Work  Study 

SEOG 


BEOG 


TOTAL 

GRANT  NUMBER 

AGENCY 
DOE 

GRANT  AMOUNT 
$    349,000 

EXPENDITURES 

DEAC07-78-ET-10816 

$     95,175 

G008005194 

DOE 

7,045 

6,821 

DAR8014077 

NSF 

125,361 

15,486 

SER8013885 

NSF 

6,460 

5,891 

SER7913617 

NSF 

5,342 

5,342 

NSF 

21,000 

12,032 

T20H07003A 

NIOSH 

227,426 

46,572 

IPA-Cin-15 

EPA 

63,690 

37,348 

G008290800 

EPA 

274,587 

189,773 

8012577 

VA 

1,826 

1,771 

G007951620 

ED 

3,963 

415 

G00805I538 

ED 

1,900 

1,861 

G008005362 

ED 

39,432 

25,723 

G007803642 

ED 

54,600 

33,660 

P008112424 

ED 

76,374 

76,374 

P007932424 
P007942424 

IE003240 
P008102054 


ED 


ED 


7,335 


315,094 


Total  Federal  expenditures 


7,287 


315,094 
2.628.298 


USGS  -  United  States  Geological  Survey 
USMB  -  United  States  Bureau  of  Mines 
OSM  -  Office  of  Surface  Mining 
DOE   -  Department  of  Energy 
NSF   -  National  Science  Foundation 
EPA   -  Environment  Protection  Agency 
NIOSH  -  NIOSH  Center  for  Disease  Control 
VA   -  Veterans  Administration 
ED   -  Department  of  Education 
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AGENCY  REPLIES 


MONTANA  COLLEGE  OF  MINERAL  SCIENCE  &  TECHNOLOGY 

Excess  Cash  -  National  Direct  Student  Loan  Fund  (NDSL) 

Recommendation 

The  college  should  analyze  its  needs  for  the  NDSL  Program  for  the  year 
ending  June  30,  1982  and  determine  to  what  extent  it  has  excess  cash.  This 
cash  should  be  returned  to  the  Federal  Government. 

Comment 

We  already  have  analyzed  our  needs  in  the  NDSL  program  for  the  1981-82 
college  year.   As  we  all  are  aware,  there  has  been  a  drastic  cut-back  in 
Federal  funds  for  the  support  of  student  aid  programs.   Even  though  it  would 
appear  there  is  a  substantial  excess  in  the  NDSL  fund,  there  is  not  going  to 
be  sufficient  to  handle  our  demands  from  needy  students  for  the  coming  college 
year  and  we  will  plan  to  use  the  full  amount  of  funds  available  in  this  pro- 
gram for  the  coming  year . 

Administrative  Allowance  -  Basic  Educational  Opportunity  Grant  (BEOG)  Program 

Recommendation 

The  college  should  comply  with  the  Federal  Government's  final  determination 
regarding  the  BEOG  administrative  cost  allowance. 

Comment 

The  college  has  no  alternative  with  the  Federal  Government's  determination 
regarding  the  BEOG  administrative  cost  allowance.   It  is  my  understanding  that 
if  the  Government  proceeds  with  this  course  of  action,  the  National  Association 
of  Financial  Aid  Officers  is  planning  on  bringing  suit  against  the  Federal 
Government  regarding  these  funds.   Currently,  this  is  in  the  hands  of  the 
Federal  Government  and  the  college  has  no  control  over  the  outcome. 

Capital  Expenditures 

Recommendation 

The  college  should  contact  the  Department  of  Administration  and  attempt 
to  resolve  the  conflicts  between  the  Montana  Operation  Manual  and  generally 
accepted  accounting  principles. 

Comment 


The  college  already  has  contacted  the  Accounting  Division  of  the  Department 
of  Administration.   They  currently  are  in  the  process  of  attempting  to  resolve 
this  conflict  between  the  Montana  Operations  Manual  and  generally  accepted 
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accounting  principles.   Their  goal  is  to  have  this  resolved  by  the  end  of  FY  83. 

Peter  Potter  Loan  Fund 

Recoitimendation 

The  college  should  continue  its  efforts  to  meet  all  provisions  of  the  Peter 
Potter  trust  document. 

Comment 

The  college  had  contracted  with  an  insurance  firm  to  provide  credit  life 
insurance  for  student  borrowers  of  the  Peter  Potter  Loan  Fund.   We  received  a 
written  opinion  from  a  local  attorney  that  stated  he  did  not  feel  that  the 
blanket  credit  life  insurance  would  satisfy  the  requirements  of  the  Peter  Potter 
trust  document.   A  former  attorney  in  the  Commissioner's  Office  tentatively  con- 
curred in  this  opinion. 

In  checking  with  our  current  University  System  attorney,  we  were  told  that 
he  feels  by  making  minor  changes  in  the  credit  life  insurance  policy  by  identi- 
fying specific  students  and  their  outstanding  loan  balances  at  the  end  of  each 
year,  and  making  other  minor  adjustments  in  the  policy,  we  can  meet  the  provisions 
of  the  trust  agreement  for  this  fund.   We  are  in  the  process  of  requesting  that 
our  carrier  provide  us  with  a  quote  on  the  cost  of  this  insurance  and  whether  or 
not  they  can  make  these  minor  adjustments.   Hopefully,  this  should  finalize  the 
constant  headache  we  have  had  in  trying  to  comply  with  the  provisions  of  this 
loan  fund. 

Bond  Covenants 


Recommendation 


The  college  should  consult  with  the  bond  indenture  trustee  and  its  legal 
counsel  to  provide  for  an  amendment  to  the  indenture  which  would  extend  the 
audit  date  deadline. 

Comment 

This  particular  comment  has  appeared  in  all  of  our  audit  reports  and  our 
reply  is  no  different  from  our  replies  in  the  past;  in  fact,  I  am  merely  repeat- 
ing the  comment  we  made  last  year. 

We  have  checked  with  our  bond  indenture  trustee,  our  legal  counsel  and  our 
financial  advisor  for  this  bond  indenture.   They  all  concur  that  to  have  this 
particular  part  of  the  bond  covenant  changed  would  be  very  expensive  and  they 
see  no  problem  in  operating  the  way  we  have  in  the  past.   As  long  as  we  continue 
to  meet  the  financial  commitments  of  this  bond  indenture,  which  we  have  done 
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since  its  inception,  they  see  no  problem  with  this. 
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